This paper attempts to contribute to the debate in macroeconomic dynamics by presenting the neoKeynesian challenge. Proof is presented regarding the behavior of an open-economy two-sector growth model in the neoKeyenesian tradition of non-market clearing. It has been shown that there possibly exists a Hopfbifurcation type of structural instability in a nonlinear dynamical model of the macroeconomy by which a stable region is connected to an unstable region situated in a center manifold in the state space of the resulting dynamical system. The Keynesian view that structural instability globally exists in the aggregate economy is put forward, and therefore the need arises for policy to alleviate this instability in the form of dampened fluctuations is presented as an alternative view for macroeconomic theorizing.
